The aim of this research is to separate the entire sample of Municipalities in Greece into categories, based on the effectiveness of financial management and financial performance into effective and ineffective ones. In this study, it investigated the existence of differences between the characteristics of these two categories. The main objective is to investigate the influence of financial effectiveness regarding those areas falling under state jurisdiction with the greatest room for improvement. Specifically, in Municipalities with ineffective financial management, local employment was notably considered to be the area with the greatest margin for improvement. Additionally, 21% of mayors of Municipalities with effective financial management consider that the state area of responsibility with the greatest capacity for improvement is that of attracting private investment. Moreover, the influence of financial 
Introduction


Municipalities are autonomous economic and administrative entities, with common actions and responsibilities. However, not all Municipalities are the same when considering specific geographic, demographic, economic, and other characteristics (Pallis, 2011) . In Greece, the institutional frame works surrounding local authorities prevented them from playing an essential role, due to the unlimited responsibilities and economic means (C. Pallis & P. Pallis, 2013) .
The aim of this research is to divide the entire sample of Municipalities in Greece into categories, based on the efficiency of financial management: efficient and inefficient Municipalities.
Cluster analysis was used to separate the sample in groups. Three variables were used to create the clusters in this research:
-a municipality's borrowing capacity; -flexibility in non-investing costs; -flexibility in investing costs. These three variables were considered to be the key dimensions of efficiency in financial management; therefore, their use is illustrative of the efficiency or inefficiency of Greek Municipalities (C. Pallis & P. Pallis, 2016) .
In this study, it investigated the existence of differences between the characteristics of these two categories. The main objective is to investigate the influence of financial effectiveness regarding those areas falling under state jurisdiction with the greatest room for improvement.
Moreover, the influence of financial effectiveness regarding the areas of competence of Greek Municipalities with the greatest room for improvement has a similar pattern.
The second chapter will present the methodology used, including a description of the sampling and data collection process, determination of the population, specification of the scope of the sample, definition of the sampling, etc. The third chapter will present the results of the methodology used and the fourth will present the results of data analysis. Finally, the fifth chapter will set out the overall conclusions of the research.
Research Methods
This chapter presents the research methodology adopted in conducting this empirical project. More specifically, it includes: (a) the definition of population and the study sample; (b) the data collecting method; (c) the response to the survey and the characteristics of Municipalities participating; and (d) the process whereby the research tool used to collect data was created (structured questionnaire) and its analytical presentation.
The process of choosing the sample and collecting data is complex and includes six stages (Stathakopoulos, 2001) : definition of population, determination of the sampling frame, definition of sampling unit, choice of sampling method, determination of sample size, and implementation. From this process, a number of respondents will participate in the survey emerges.
The first and the most important step in the primary data collection process is to define characteristics on the basis of which population to be examined will be defined (Churchill & Iacobucci, 2002) . The full definition of the population requires the clusion of the following basic parameters: the item, the sampling unit, the extent of the sampling, and the time (Parasuraman, Grewal, & Krishnan, 2004) . The item and sampling unit in this survey are defined as the Municipalities of Greece, the extent of sampling concerned the whole of the Greek state and the time it conducted was from 10 June, 2010 to 30 September, 2010. Communities in Greece were excluded from the population in the survey due to their small size and different needs in relation to the Municipalities. So in the end, the survey's population was defined as being the 914 Greek Municipalities through out the state, as recorded in the 2001 inventory of the National Statistical Service (Pallis, 2011) .
The next step, after defining the population to be examined, is to locate a sampling frame which must be composed of the fullest and most accurate inventory possible of members of the population to be examined (Churchill & Iacobucci, 2002) . The sampling frame used in this survey was the most recent inventory of the National Statistical Service (Pallis, 2011) which includes the census of the population of Greece based on geographical districts, prefectures, Municipalities, and communities.
The sampling units were defined as being the Greek Municipalities. As regards, the respondents from who survey data were collected, the "key informant method" was used, meaning the person in the survey unit (Municipality of Greece) who had the greatest knowledge of the subject of the survey. This method reduces a satisfactory degree any concerns regarding the reliability of answers given by respondents, as the respondent chosen in each unit is the best available person with knowledge of the data that must be collected through the survey (Phillips, 1981; Kumar, Stern, & Anderson, 1993) . In this survey, the key informant was chosen to be the mayor in each Municipality examined.
Sampling methods considerably affect the possibility of generalizing the results. In order that the results emerging in the sample might be generalized through out the total population, a probability sample must be used (Kinnear & Taylor, 1996) in which each unit in the sample has an equal chance of being selected from the population. The safest way of producing a probability sample is the population census and the definition of the total census as a sample in the survey (Stathakopoulos, 2001 ). This method was followed in this survey, ensuring the generalization of results.
As a result of the census method, the size of the sample coincides with the size of the population in the 914 Municipalities recorded in the inventory of the National Statistical Service (Pallis, 2011) .
With reference to conducting the survey, two following sub-paragraphs explain the method of contact with the respondents and the reasons they were finally chosen, as well as the results of the method.
Completion and collection of questionnaires were carried out during the period from 10 June, 2010 to 30 September, 2010 in one phase with the use of self-completion questionnaires. The sample in the survey (which coincides with the populationin the survey) is characterized by considerable hetergeneity, as it has been specified that it will be all the Municipalities in Greece. The choice of such a kind of sample contributes to the chance of generalizing the results of the survey, as in order for the results of a survey to be generally applicable, heterogeneous samples are preferred (Hooley, Lynch, & Shepherd, 1990; Kohli & Jaworski, 1990; Narver & Slater 1990; Ruekert, 1992) . Sampling units were approached by mail. This took the form of the delivery of the questionnaire along with an accompanying letter to each Municipality, for the attention of the mayor, bymail, email, and orfax, which explained to the recipient the purpose of the survey. This was preceded by telephone contact regarding the dates the questionnaire would be delivered and handed back. This method obliged the respondent to respond within a fixed time (Stathakopoulos, 2001) . Respondents returned the completed questionnaires using the same method, viamail, email, and orfax, on the dates specified. The choice of only one respondent from each sampling unit (key-informant) involves the risk of collecting in formation that bears no relation to reality, but reflects his personal views. However, the achievement of research objectives required that the respondent must be the mayor in each Municipality, so he was in a position to speak about them accurately and in detail (C. Pallis & P. Pallis, 2016) .
Research Results
The method of collecting data that was used, in the end, brought about the collection of questionnaires from 299 Municipalities out of the total of 914 that had been specified as the sample population. This result provides a response percentage of 33% which is considered quite satisfactory, on the basis of the method adopted (Kinnear & Taylor, 1996) . As is described in Table 1 , 299 Municipalities responded to the survey represent the total population as there was good stratification and representation from all prefectures in Greece with fairly satisfactory response percentages in each prefecture. The Greek Municipalities that finally answered the questionnaire represent all the Municipalitiesin Greece as there was no prefecture in which the individual response percentage was not satisfactory. Out of the 299 questionnaires collected, 41 were excluded from the analyses due to a large number of answers to questions that would have reduced the statistical reliability of the findings. Additionally, in these 41 excluded questionnaires, cases were observed in which the respondents misinterpreted the hierarchical questions. In the end, out of the 299 questionnaires, 258 exploitableones were taken into account in the survey (87%), a number which is statistically acceptable (e.g., Hooley et al., 1990; Kohli & Jaworski, 1990; Narver & Slater, 1990; Ruekert, 1992) .
This paragraph presents the process of creating the survey tool (structured questionnaire), as well as the result of this process. During the preparation of the questionnaire that was finally used, a logical flow of questions had to be achieved. The questions have to be easy to understand, easy to answer and arouse the interest of the respondent with the aim of gradually involving him in the survey.
In following questionnaire design practices, an attempt was made to avoid leading questions that would perhaps direct the respondent to specific answers. Before the uqestionnaire took on its final form, pretesting was carried out twice. Initially, the questionnaire was tested by three independent teachers. Following the incorporation of their observations and prior to the start of data collection, the questionnaire was pretested a second time so as to ensure that the questions it contained were clear and easy for the respondents to understand. In the second pretesting, a total of 10 Mayors took part from both large and small, urban and regional Municipalities, with each of them, lengthy discussions were held regarding the content, type and flow of questions, as well as the arrangement of the sections based on the instructions in the relative article by Reynolds, Diamantopoulos, and Schlegelmilch (1993) .
Following the evaluation of observations made by participants in the pilot study, certain questions were rejected and others recomposed, after consultation with the academics who had initially tested the questionnaire. In the end, the questionnaire used to collect data is made up of closed-ended questions. More specifically, the questionnaire examines the views of Mayors in each Municipality concerning: What are the modern financial tools that can be used by Municipalities? How they evaluate them? What they suggest and what they prefer? In the questions, a hierarchical scale was used, as the respondents had to grade specific factors given to them from the most important to the most insignificant.
Analysis Dividing Sample Into Categories Depending on Financial Performance
This section of analysis aims to divide the entire sample into categories, based on financial management efficiency (efficient-inefficient Municipalities). There are two reasons for this analysis: first because of the interest that the in-depth observation of the current situation demonstrates relating to the abilities of Municipalities in financial management, and second because of how crucial it is to look into the differences in other characteristics between efficient and inefficient Municipalities. Cluster analysis was used to separate the sample into groups (C. Pallis & P. Pallis, 2016) .
In this research, three variables were used for the creation of clusters, whose descriptive details were analysed in the previous section, and which are: a Municipality's borrowing capacity, flexibility in non-investing costs, and flexibility in investment costs. These three variables were considered to be the key dimensions of efficiency in financial management; therefore, their use is illustrative of efficiency. The method used for the dimensions was the K-means method. This method predetermines the number of clusters into which the sample is divided.
In this research, the number of clusters was set at two because (a) theoretically, dividing Municipalities into efficient and inefficient makes more sense; (b) this number is considered to be the most appropriate when the variables used for division are more than two (Kinnear & Taylor, 1996) . The results of cluster analysis are shown in Tables 2 and 3. As is shown in the cluster analysis (Tables 2 and 3 ), the observations that resulted from sampling can indeed be divided into two groups on the basis of the three questions above. The first cluster includes 110 Municipalities, while the second one includes 146 Municipalities (Table 3) .
The value for the first cluster centers (central observation) was 3 for all three variables, while the value for the second cluster centers was 2 for all three variables. Considering that the potential answers to the questions used ranged from 1: very good to 4: poor, the first cluster can be named "Municipalities with inefficient financial management" and the second cluster can be named "Municipalities with efficient financial management" (C. Pallis & P. Pallis, 2016) . According to responses from mayors in Municipalities with ineffective financial administration (Figure 1  and Table 4 ), the areas of competence with the greatest room for improvement are provision and maintenance of infrastructure (23% of responses) and attraction of private investment (19% of responses). A relatively high percentage put cleanliness in first place (16% of the sample). The number of mayors who consider other municipal activities to be more important is smaller. Specifically, 11% of participants consider local employment to be the most important, 10% public transportation, 6% cultural and sporting activities, 6% policing, 5% community protection, and 4% education and training. In this case too, small differences are observed by comparison with the results arising from the overall sample. With regard to those areas falling under state jurisdiction with the greatest room for improvement ( Figure  2) , the results are quite interesting (Table 5) . Specifically, in Municipalities with ineffective financial management, in contrast to the results of the overall sample, local employment was notably considered to be the area with the greatest margin for improvement, with 27% of the sample ranking it first. Respondents in this category also see considerable room for improvement in two other areas for which the state has certain 
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responsibilities, that is, provision and maintenance of infrastructure, which 19% of mayors put first, and attraction of private investment (14%). Other state functions were given a first place ranking by a much lower percentage of respondents in this category, as is presented in detail in Table 5 . Responses from mayors in Municipalities with the highest financial performance (Table 6) indicate that the areas of competence with the greatest room for improvement are provision and maintenance of infrastructure (21% of responses) and attraction of private investment (20% of responses). A significant number of mayors in this category ranked cleanliness first (18% of the sample) (Figure 3) .
Descriptive Measures of Variables for Municipalities With Effective Financial Management
The percentages of respondents who consider other municipal functions to be more important are as follows: 11% consider local employment to be the most important, 8% public transport, 8% community protection, 6% policing, 4% education and training, and 3% cultural and sporting activities. For this question, there are slight differences in the results compared to those Municipalities distinguished by ineffective financial management. There is an interesting observation to be made regarding responses to this specific question by mayors of Municipalities with effective financial management ( Table 7) . The response frequencies are very different from the corresponding frequencies observed in the first group of Municipalities with ineffective financial management, as well as those of the overall sample. Specifically, 21% of mayors of Municipalities with effective financial management consider that the state area of responsibility with the greatest capacity for improvement is that of attracting private investment. Moreover, 17% of mayors in this category rank provision and maintenance of infrastructure first, 14% put local employment first, and another 14% policing, whereas a much smaller number of survey participants chose other sectors (Figure 4) . These results confirm the conclusions of the previous section, namely that the financial performance of Municipalities is a factor behind the variability of responses from mayors regarding areas they consider to have most margins for improvement.
Conclusions
This research attempted to divide the entire sample into categories, based on the efficiency of financial management (efficient-inefficient Municipalities). Cluster analysis was used to separate the sample into groups. Three variables were used to create the clusters in this research: a municipality's borrowing capacity, Τομείς Κράτοσς flexibility in non-investing costs, and flexibility in investing costs. As shown, the Municipalities were divided into two clusters, based on the three questions above. The first cluster includes 110 Municipalities (Municipalities with inefficient financial management) and the second cluster includes 146 Municipalities (Municipalities with efficient financial management). In this study, it investigated the existence of differences between the characteristics of these two categories. The main objective is to investigate the influence of financial effectiveness regarding those areas falling under state jurisdiction with the greatest room for improvement. Specifically, in Municipalities with ineffective financial management, local employment was notably considered to be the area with the greatest margin for improvement. Additionally, 21% of mayors of Municipalities with effective financial management consider that the state area of responsibility with the greatest capacity for improvement is that of attracting private investment.
Moreover, the influence of financial effectiveness regarding the areas of competence of Greek Municipalities with the greatest room for improvement has a similar pattern. According to responses from mayors in Municipalities with ineffective financial administration, the areas of competence with the greatest room for improvement are provision and maintenance of infrastructure (23% of responses) and attraction of private investment (19% of responses). Accordingly, responses from mayors in Municipalities with the highest financial performance indicate that the areas of competence with the greatest room for improvement are provision and maintenance of infrastructure (21% of responses) and attraction of private investment (20% of responses).
